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FEDERAL ELECTION COMMISSION
Vernon W. Thomson was sworn in as Commissioner of the FEC on 1/5/81. A Republican 
from Wisconsin, Mr. Thomson was named by President Carter to an interim appoint­
ment on the Commission, filling the vacancy created by the resignation of Max 
L. Friedersdorf. A former Member of Congress from Wisconsin (1961-1975), Mr. 
Thomson was one of the original Commissioners of the FEC, serving on the agency's 
board from 1975-1979. Additionally, Mr. Thomson was governor of Wisconsin from 
1956-1958.
FEDERAL ENERGY REGULATORY COMMISSION
The elimination of the entire requirement for Federal entities to file FPC Form
No. 1, "Annual Report for Electric Utilities Licensees and Others," was recently
proposed by the Commission (see the 1/7/71 Fed. Reg., pp. 1743-44). This 
proposal follows a similar proposal to suspend such filings which appeared in 
the 11/21/80 Fed. Reg., on p. 74715. The filing includes summary financial 
data, income data and electric plant, sales and operating statistical data.
The Commission has concluded that the data currently filed for Federal entities 
such as Power Marketing Administrations under DOE and the Water and Power 
Resources Service under the Department of the Interior are no longer useful. 
Comments are requested by 1/29/81. For additional information contact Ellen 
Brown at 202/357-8182.
FEDERAL RESERVE BOARD
Fee schedules for Federal Reserve Bank services and a set of pricing principals 
and implementation dates for the fees were recently adopted by the Board (see
the 1/6/81 Fed. Reg., pp. 1338-48). The Board has set fee schedules and imple­
mentation dates for wire transfer of funds (1/29/81), net settlement (1/29/81), 
and automated clearing house services (12/31/80). The adoption of the fee 
schedules was required under the Monetary Control Act of 1980 and will ultimately 
extend to nine types of services specified in the Act. The eight pricing princi­
ples originally proposed 8/28/80 have been modified. Principles 1 through 4 
were set by the Act and remain unchanged,but principles 5,7, and 8 have been 
restated while principle 6 has been deleted. Additional fee schedules and 
implementation dates for other bank services will be announced as they are set 
by the Board. For additional information contact Lorin Meeder at 202/452-2738.
INTERSTATE COMMERCE COMMISSION
A revised proposal establishing criteria for accumulating, recording and reporting 
the costs of repairing railroad freight cars was recently issued by the ICC
(see the 1/8/81 Fed. Reg., pp. 2146-52). The initial proposal on this matter 
was suspended because of pending legislation which has now been resolved. The 
proposed criteria require that costs be directly identified with the type of 
equipment repaired. Two levels of cost reporting are presented and railroads 
may choose the most appropriate methodology. Roads employing a "job order" 
level I, cost system will use this method for reporting actual repair costs by 
car types. Level II "alternative repair costing methodology" is also proposed 
and is based on a systematic allocation of total direct costs to the related 
types of cars repaired. Comments are requested by 2/23/81. For additional 
information contact Bryan Brown at 202/275-7448.
-2-
Allowing regulated carriers to engage in entertainment practices in obtaining new
business is the subject of recently proposed rulemaking from the ICC (see the
1/6/81 Fed. Reg., pp. 1323-24). The proposal would implement section 33 of the 
Motor Carrier Act of 1980 and section 215 of the Rail Act of 1980. These Acts 
make entertainment practices lawful for regulated carriers to the extent that 
such practices are lawful in unregulated business. The proposed rules establish 
guidelines to distinguish between traditionally acceptable expenses and those 
which in the past would have constituted illegal rebates or discrimination, 
but are now permitted under the Acts. Comments are sought on a proper stand­
ard for unlawfulness under the revised law by 2/20/81. For additional informa­
tion contact Bryan Brown at 202/275-7448.
NATIONAL CREDIT UNION ADMINISTRATION
A proposal which seeks to facilitate the use of share certificates for retirement
savings and encourage the increased use of IRA/Keogh plans has been issued by 
the NCUA Board (see the 1/5/81 Fed. Reg., pp. 920-22). The proposed rules would 
enable share certificates held in IRA's and H.R. 10 plans to accommodate routine 
additions more conveniently and revise the current dividend ceiling payable 
on the IRA/Keogh accounts. Comments are requested by 3/20/81. For additional 
information contact Dan Gordon at 202/357-1090. Additionally, the Board has 
proposed to reduce the period between the announcement and the effective date 
of share certificate dividend ceilings based on the discount yields of Treasury 
securities. The ceiling rates w ould become effective one or two days after 
the announcement. Comments are requested by 2/23/81. For additional informa­
tion contact Randall Miller at 202/357-1090.
In a related matter, the Board seeks to amend the penalty for early with­
drawals of funds from share certificate accounts to permit penalty-free with­
drawals in the event of bankruptcy of the certificate holder. Comments are 
requested by 2/23/81. For additional information contact Randall Miller at 
202/357-1091.
SECURITIES AND EXCHANGE COMMISSION
Harold Williams, Chairman of the Securities and Exchange Commission has notified 
President-elect Ronald Reagan that he plans to resign effective 3/1/81, unless 
asked to continue as Chairman. In a letter to the President-elect, Mr. Williams 
is reported to have indicated that he would resign so that Mr. Reagan could 
nominate a commissioner of his choice whom he could designate as chairman 
and to thereby assure an orderly transition of leadership. Mr. Williams 
term is scheduled to end in June 1982.
"Consideration of the Impact of the Small Business Investment Incentive Act of 1980
on Certain Exemptions from the Registration Provisions of the Securities Act
of 1933" is the title of a SEC advance notice of proposed rulemaking announced
by the SEC on 12/30/80. The Commission is considering the relationship among 
certain exemptions from such exemptions as they relate to the capital formation 
needs of small business. Comments are requested by 2/20/81, and responses 
should focus on SEC exemptive rules 146, 242, and Section 4(6) of the 1933 Act.
For additional information contact Paula Chester at 202/272-2644.
"Economic Consideration in the Choice of Alternative Accounting Methods: Evidence
from the Accounting for Interest Costs Issue," SEC capital market working paper 
No. 4, has been completed by the Commission's Directorate of Economic and Policy 
Analysis. This paper, the fourth in a series, may be obtained from the Commission's 
Office of Consumer Affairs and Information Services at 202/523-5360.
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TREASURY, DEPARTMENT OF
The elimination of a tax deduction by commercial banks on interest paid on time
deposits of state and local government funds secured by tax-exempt state and
municipal bonds will not be applied retroactively according to a decision
recently announced by the IRS. Rev. Proc. 80-55 (see the 12/29/80 Wash. Rpt.) 
was issued on 12/15/80 and generated substantial controversy resulting in 
recent meetings between the IRS, Treasury, banks and state officials. The 
decision to avoid the retroactive applicability of the Rev. Proc. occurred 
as a result of the meetings. The IRS will apply Rev. Proc. 80-55 to interest 
paid on deposits made on or after 5/31/81.
Employers will not be subject to penalties for failure to comply with the informa­
tion reporting requirements for 1980 if they demonstrate a good faith effort 
to include employee fringe benefits in the gross income reported on Form W-2 
to the "full extent feasible under their existing recordkeeping system" (IRS 
press release IR-80-133). IRS noted however, that full compliance will be 
required for 1981 and subsequent taxable years.
Limitations on reorganization treatment for certain investment companies is the
subject of another IRS notice of proposed rulemaking (see the 1/7/81 Fed. Reg., 
pp. 1744-53). The document contains amendments to current tax regulations and 
adds a new section which sets forth the limitations under the regulations on 
reorganization treatment. Written Comments and a request for a hearing must 
be delivered or mailed by 3/9/81. The proposed amendments would be effective 
for acquisitions occurring after 2/17/81, in taxable years ending after that 
date. For further information contact Carolyn Swift at 202/566-3458.
Net Income Limitation on Windfall Profit is the subject of an IRS notice of pro-
posed rulemaking (see the 1/7/81 Fed. Reg., pp. 1754-58). The document,
according to the IRS, will provide the public with the guidance necessary to 
comply with the Crude Bill Windfall Profit tax Act of 1980 and contains an 
amendment to the proposed excise tax regulation (26CFR Part 51) under Section 
4988(b) of the Internal Revenue Code of 1954. Written comments and requests 
for a public hearing must be delivered or mailed by 3/9/81. The regulations 
are proposed to be effective for periods after 2/29/80. For further information 
contact Donald W. Stevenson at 202/566-3297.
A proposed regulation which would require that a charitable contribution of eligible
property which is elected under the Asset Depreciation Range (ADR) system be
treated as an extraordinary retirement has been issued by the IRS (see the
12/30/80 Fed. Reg., pp. 85787-88). Upon retirement of the asset, the unadjusted 
basis of the contributed property will be removed from the vintage account and 
an adjustment will be made to the depreciation reserve. Comments are requested 
by 3/2/81. For additional information contact Harold Flanagan at 202/566-3459.
Definitions and special rules relating to generation skipping transfers ware re­
cently proposed by the IRS (see the 1/2/81 Fed. Reg., pp. 120-29). The proposed 
regulation under 26CFR 26.2613(1) (2) defines two terms, "taxable distribution" 
and "taxable termination" which are central to the definition of a generation 
skipping transfer as any taxable distribution or taxable termination with respect 
to a generation skipping trust or trust equivalent. The amendments are proposed to 
be effective for subject transfers made after 6/11/76. Written comments are 
requested by 3/3/81. For additional information contact Robert Waltuch at 
202/566-3287.
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Deferred compensation plans maintained by State and local governments and rural
electric cooperatives will be amended according to proposed regulations by the IRS
(see the 12/24/80 Fed. Reg., pp. 85077-82). Under section 131 of the Revenue 
Act of 1978, employers and independent contractors who provide services for 
a State or local government or a rural electric cooperative that maintains an 
eligible deferred compensation plan may exclude from gross income compensation 
deferred under the plan. Eligibility requires the plan must provide that 
compensation deferred under the plan for any year may not exceed 33 1/3% of 
the participant's includible compensation or $7,500, whichever is less. If an 
individual participates in two plans maintained by different employers, the 
maximum amount excludible from the gross income may not exceed $7,500. The 
regulations, if finalized will be effective for taxable years beginning after 
12/31/78. Comments are requested by 2/23/81. For additional information contact 
Ray Kamikawa at 202/566-3422.
Legislation designed to protect taxpayers from the tax impact of inflation by
automatically adjusting tax liabilities each year to reflect increases in the 
cost of living was introduced on 1/5/81 by Sen. Robert Dole (R-Kan), Chairman 
of the Senate Finance Committee. Under the proposal, the personal income tax 
rates, the personal exemption and the zero bracket amount w ould all be increased 
to reflect the increase in the consumer price index of the previous year.
Indexing, under the Tax Equalization Act (S. 1), would begin after 1981 and 
w ould continue for four years at which time Congress w ould have the option of 
continuing or dissolving the program.
The Housing and Education Savings Act, S. 24, introduced by Sen. Robert Dole (R-Kan), 
on 1/5/81, provides for the establishment of deduction and housing savings ac­
counts and also allows for the tax deduction of contributions to those accounts. 
The bill permits an individual to establish a housing savings account and to 
obtain a tax deduction of up to $1,500 for contributions to the account each 
year for 10 years. Married couples filing a joint return w ould be able to con­
tribute $3,000 a year. Additionally, the legislation provides that an educa­
tion savings account may be established for each child. Parents and the child 
may contribute up to $1,000 a year and receive a corresponding tax deduction. 
Amounts from the fund w ould not be subject to tax when used for tuition, fees 
and housing expenses.
For additional information, please contact
Jim Kovakas, Gina Rosasco, Nick Nichols or Kathee Baker 
at 202/872-8190.
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